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NEWS RELEASE

FOR RELEASE
Hunzelman, Putzier & Co., PLC today released an audit report on the City of Odebolt, fowa,

The City's receipts totaled $725,794 for the year ended June 30, 2000, and included $242,285 in property tax;
$303,956 from charges for services; $117,878 from operating grants, contributions, and restricted interest; 58,000
from capital grants, contributions and restricted intevest; $7,985 from utility excise taxes; $14,854 from local option
sales tax; $23,997 from unrestricted investment earnings; and $6,843 from other general receipts,

Disbursements for the vear totaled $729,794 and inclnded $159,949 for public works, $105,450 for culture and
recreation, and $98,470 for public safety, Also, disbursements for business type activities totaled 5263 ,560.
This report containg recommendations to the City Counctl and their indicated responses to the recommendations.

A copy of the audit report is available for review in the office of the Auditor of State and the City Clerk's office.
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INDEPENDENT AUDITOR'S REPORT

To the Honorable Mayor and
Meambers of the City Council
{debolt, Jlown

We have audited the accompanying financial statements of the governmental activities, the business type
activities, cach major fund, and the aggregate remaining fund information of City of Odebolt, Iowa, as of and for
the year ended June 30, 2006, which collectively comprise the City’s basic financial statements listed in the table
of contents. These financial statements are the responsibility of the City’s management. Gur responsibility is to

express opinions on these Dmancial statermnents based on our audis,

We conducted our audit in accordance with ULS, generally accepted auditing standards and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audit to obtzin reasonable assurance about
whether the financial siatements are free of material misstaterent, An audit inclodes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements, An andit atso inchudes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. 'We believe that our audit provides a reasonable basis for our opinions.

As deseribed in Note 1, these financial statements were prepared on the basis of cash receipts and
disbursements, which is a comprehensive basis of accounting other than U.S. generally accepted accounting
principles. Also, as permitted by the Code of Towa, the accounting records of the City have not been audited for
all prior years. Accordingly, we were unable fo satisfy ourselves as to the distribution by fund of the total fund
balance at July 1, 2008,

1o our opinion, except for the effects of such adjustment, if any, as might have been determined to be
necessary had we been able to verify the distribution by fund of the total fund balance at July 1, 2008, as discussed
in the preceding paragraph, the financial statements referred to above present fairly, in all material respects, the
respective cash basis financial position of the governmental activities, the business type activities, each major
fund, and the aggregate remaining fund information of City of Odebolt, as of June 30, 2006, and the respective
changes in cash basis financial position for the year then ended in conformity with the basis of accounting
described in Note 1.

In accordance with Government Auditing Standards. we have also issued our report dated October 25, 2006,
on our consideration of City of Odebolt’'s internal control over financial reporting and our tests of its compliance
with certain provisions of laws, regulations, contracts, grant agreements, and other matters. The purpose of that
report is to describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on internal control over financial reporting or compliance.
That report is an integral part of an audit performed in accordance with Government Auditing Standards and
should be considered in assessing the results of our aadit,




Budgetary comparison information on pages 17 through 18 is not a required part of the basic financial
statements, but is supplementary information required by the Governmental Accounting Standards Board. We
have applied certain limited procedures, which consisted principally of mquiries of management regarding the
methods of measurement and presentation of the required supplementary information. We did not audit the
information and express no opinion on it.

City of Odebelt, fowa, has not presented Management’s Discussion and Analysis that accounting prineiples
generally accepted in the United States has determined is necessary to supplement, although not required to be part
of, the basic financial statements.

Crar audit was conducted Tor the purpose of forming opinions on the financial statements that collectively
comprise City of Odeboli’s basic financial statements. Other supplementary information included in Schedules 1
through 4 is presented for purposes of additional analysis and is not a required part of the basic financial
statements. Such imformation has been subjected to the auditing procedures applied in our audit of the basic
financial statements and, in our opinion, is fairly stated in all material respects in relation to the basic financial
statements taken as a whole.

October 25, 2006



STATEMENT OF ACTIVITIES AN WE

CITY OF ODEROLT

ASQF ANDFORTHE YEAR ENDED JUNE 30, 2006

Funciions/Programs:
Governmenial activities:
Public safety
Public works
Health and social services
Culture and recreation
Community and economic development
Genzral government
Debi service
Total governmental activities
Husiness type activities:
Water
Sewer
Solid waste
Storm water
Recyele
Consumner depasit
Total business type activities
Total

{eneral Receipls:

Property tax levied for:

Geperal purposes

Diebt service
Local option sales tax
Unrestricted oxterest on investments
Dividends
Unility exeise taxes
Special assessments
Sale of assets
Miscellaneous

Total general receipts and transfers

Prograim Receipts

Net {Disbursements
Changes in Cash B

Uxhibit A

5} Receipts and
asis Not Assets

Operating Capliat
Grants, {ivants,
Contributions,  Coniribuiions, Business
Charges for  and Regiricted  and Restricted  Governmental Type

Disbursements Servics Inferest Interesl Activities Activities Total
k3 984T § 12632 & - § - i (73,818} & - 5 {7581%)
159,649 1,372 94,535 - (62,042} - (62,0423
307 - - {3,073 - {3,070}
H35.450 14,123 21,243 8,000 (61,984} - {61,984
3,203 - - {3,205} - {3,205}
64,713 1,395 ~ - {38,318} - {59318y
35,371 - . - - {35371y {35,371
466,278 39542 117,878 8,000 (300,808} ~ £300,80%)
112,615 135214 - - - 22,299 22,299
21,064 39971 - - - {21,003 21.69%
44,12 47,492 - B - {1,632} {1,622
477 6,350 - - - 1,574 1,574

15,137 13,137 - ~ - -
530 230 - - - {3000 {3001
263 566 264,414 - - - 848 848
3 729724 % 33935 0§ 117,878 § 8.000 {300,808} 848 {299,960y
217,540 - 217.540
24,745 - 24,745
14 834 - 14,854
200197 3,796 23,9493
2,000 - 2.000
7,985 - 7,985
261 - 261
2,950 - 31,950
632 - 632
392,164 3.796 293,960

{Continued}



Change n cash basis net assets
{Cash basis net assers beginning of vear
Cash basis net assets end of vear

Cash Basts Nel Assets
Resiricted:
Sireels
Drebi service
Onther purposes
Einrestricted

Total cash basis net asseis

ASOF ’X\D *“OF THEYEAR ENDED JUNE 30 “(I'L!ﬁ

?m;,ram Rece"sts

Fxhibit A
{Continued}

Net {Disbursements) Receipts and

Changes in Cash Basis Net Asseis

Coniributions,
ang Rostricted  and Restricted
Inshursemenis Servige

Business

Type

Activilies Activities Total

4.644 {4,000}
493,216 665,531
§ 497,860 661,531
- 23,857
2,267 42,267
. 35,369
435,593 560,338
497 860 661,531

See noles 1o financial statements,



CITY OF ODEBOLY
STATEMENT OF CASH RECEIPTS, DISBURSEMENTS,
AND CE iES IN CASH BALANCES

GOVERNMENTAL FUNDS Exhibit B
AS OF AND FPOR THE YEAR ENDIED FUNE 30, 2006
Special Revenue
Road  Emplovee
Ceneral Use Benefits  Non-major Total
Receipts:
Property taxes $ 168,193 § - $ 44,525 % 29,567 % 242,285
Other city tax 5,530 - 1.469 15,831 22,839
Licenses and permits 1,393 - - - 1,393
Use of money and property 20,110 - - 87 20,197
Intergovernmental 41,254 96,535 - 137,789
Special assessments 261 - - - 261
Miscellaneous 28,868 - - - 28,868
Total receipts 265,620 96,535 45,904 45 485 433 634
Disbursements:
Operating:
Public safety 98,470 - - - 98,470
Public works 65,101 94 848 - . 159,949
Health and social services 3070 - - 3,070
Culture and recreation 105,450 - - - 105,450
Communily and economic development 3,205 - - - 3,205
Gieneral government 60,713 - - - 60,713
Debt service 9,809 - - 25,562 35,371
Total disbursements 345,818 4,848 - 25,562 466,228
Fxcess (deficiency) of receipts
over dishursements {80, 198) 1,687 4% 994 19,6923 (12,594)
Other financing sources (usesy:
Sale of capital assets 3,950 - - - 3,950
Operating transfers in 46,760 - - - 46,760
Operating transfers out - - {40,760 {46,760
Total other fnancing sources (uses) 50,710 - (46,760} - 3,950
Net change in cash balances {29,488) 1,687 {766) 10,923 {8.644)
Cash balances beginning of vear 134,233 21,870 8,555 7.657 172,315
Cash balances end of year $104,745 & 23557 & 7,789 % 27580 % 163571
(Continued)



CITY QF QDEBOLT
STATEMENT QF CASH RECEIPTS, DISBURSEMENTS,
AND CHANGES IN . CASH BALANCES

GOVERNMENTAL FUNDS Exhibit B
AS OF AND FOR THE YEAR ENDED JTUNE 30, 2000 (Continued)

Road  Employee
General Lse Benefits  Non-major Total

Cash Basis Fund Balances

Unreserved:
General $104,745 % - $ - $ - 3 104,745
Special revenue - 23,557 7,789 27 580 58,926
Total cash basis fund balances $104,745 % 23,537 % 7,789 & 27580 % 163,671

See notes to financial statements.
9



CITY OF QODERQLY

STATEMENT. OF CASH RECEIPTS, DISBU

AND CHANGES

INCASH BALANCES

AS OF ANTI FOR THE YE/ s

Operating recsipts:
Charges {or service
Miscellzaneous

Total operating receipts

Opersting disbursements;
Business type aclivities

Exeess {(deficiency) of operating receipis over
operating disbursements

Won-operating receipts (dighursemenisy
Interest ou investments
Debt service
Ti ~enrdin ot Folictne PN
Total non-operating receipts {disbursements}

Net change in cash balances

Cash balances beginning of year

Cash balances end of vear

Cash Basis Fund Balances
Reserved for debi service

Uinreserved
Total cash basis fund halances

ny TN 30 204

Exhibu C

Water Sewsr Garbage  Non-major  Total
$ 132336 % 39721 %3 46557 & 71487 0§ 260,108
2,878 230 935 250 4313
135,214 59971 47492 WA 264dl
77,604 81,064 49,124 20,462 228313
537,350 {21,097 £1.632} 1,274 36069
827 1.146 1,823 - 3,798
{35.251) - - - £35.231)
{34,424 1,146 1,823 - {31,435
23126 {19,947 16} 1,274 4,644
133,845 288,111 58,196 3064 4937216
$156971 & 27R164 8§ SRART 5 47318 0§ 497880
§ 42267 % - £ - 5 - 542267
114,704 278,154 38,387 338 455,563

T 156971 § 278164 % 2R3R7 £ 41338 & 497860

See notes 1o financial staiements.

it



CIIY OF QDEBOLT
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

City of Odebolt is a political subdivigion of the State of Towa located in S8ac County, It was first
incorporated in 1877 and operates under the Home Rule provisions of the Constitution of fowa. The City
operates under the Mayor-Council form of government with the Mayor and Council Members elected on a
non-pastisan basis. The City provides numerous services to citizens including public safety, public works,
health and social services, culture and recreation, community and economic development, and general
government services, The City also provides water, sewer, and garbage services for its citizens.

A

B.

Reporting Endity

For financial reporting purposes, City of Odebolt has included all tunds, organizations, agencies,
boards, cominissions, and authorities. The City has also considered all potential component units for
which it 1s financially accountable, and other organizations for which the nature and significance of
their relationship with the City are such that exclusion would cause the City's financial statements to be
misleading or incomplete. The Governmental Accounting Standards Board has set forth criteria to be
considered n determining financial accountability, These criteria include appointing a voting majority
of an organization’s governing body, and (1) the ability of the City to impose its will on that
orgamization or {2) the potential for the organization to pravide specific benefits to, or impose specifie
financial burdens on, the City. The City has no component units which mest the Governmental
Accounting Standards Board criteria.

Jointly Governed Draamzations

The City participates in several jointly governed organizations that provide goods or services to the

citizenry of the City but do not meet the criteria of a joint venture since there is no ongoing financial
interest or responsibility by the participating governments. City officials are members of or appoint
members to: Sac County Assessor’s Conference Board, Sac County Joint H911 Board, Sac County

Landfill Commission, and Sac County Emergency Management Commission.

Basis of Presentation

Government-wide Financial Statements ~ The Statement of Activities and Net Assefs reports
information on all of the nenfiduciary activities of the City. For the most part, the effect of
nterfund activity has been removed from this staternent. Governmental activities, which are
supported by tax and intergovernmental revenuves, are reported separately {rom business type
activities, which rely to a significant extent on fees and charges for services.

The Statement of Activities and Net Assets presents the City”s nonfiduciary net assets. Net assets
are reported in two categories:

Restricted net assets rosult when constraints placed on net asset use are either externally imposed
or imposed by law through constitutional provisions or enabling legislation.

Unresiricted net assers consist of net assets that do not meet the definition of the preceding

category. Unrestricted net assets often have constraints on resources imposed by management,
which can be removed or modified.

11



CITY OF ODEBOLT
NOTES TO FINANCIAL STATEMENTS

. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

B.

o

Basis of Presentation - (Continued)

The Statement of Activitics and Net Assets demonstrates the degree to which the direct disbursements
of & given function are offset by program receipts. Direct disbursements are those clearly identitiable
with a specific function. Program receipts include (1) charges to customers or applicants who purchase,
use or directly benefit from goods, services, or privileges provided by a given function and (2) grants,
contributions, and interest on investments restricted to meeting the operational or capital requirements
of a particular function. Property tax and other items not properly included among program receipts are
reporied instead as general receipts,

Pund Financial Statements - Separate financial statements are provided for governmental funds and
proprietary funds, Major individual governmental funds and major individual enterprise funds are
reported as separate columns in the fund financial statements. All remaining governmental funds are
aggregated and reported as non-major governmental funds.
The City reports the following major governmental funds:
The General Fund is the general operating fund of the City. All general tax receipts and other
receipts not allocated by law or contractual agreement to some other fund are accounted for in this
fund. From the fund are paid the general operating disbursements, the fixed charges, and the
capital improvement costs that are not paid from other funds.
Special Revenne:

The Road Use Tax Fund is used to account for road construction and maintenance.

The Employee Benefits Pund is used to account for taxes received to be used solely for amployee
payroll taxes and health msurance.

The City reports the following major proprietary funds:
The Water Fund accounts for the operation and maintenance of the City’s water sysiem.

The Sewer Fund accounts for the operation and maintenance of the City’s waste water treatment
aml sanitary sewer systen,

The Garbage Fund accounts for the operation and maintenance of the City’s waste management
systerm.

Measurement Focus and Basis of Accounting

City of Odebolt maintains its financial records on the basis of cash receipts and disbursements, and the
financial statements of the City are prepared on that basis. The cash basis of accounting does not give
effect to accounts receivable, accounts payable, and accrued items. Accordingly, the financial
statements do not present financial position and resuits of operations of the funds in accordance with
U8, generally accepted accounting principles.



CITY OF QREBOLT
NEYTES 10 FINANCIAL STATEMENTS
JUNE 30, 2000

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - {Continued)

C.  Measurement Focus and Basis of Accounting - (Continued)

Proprietary funds distinguish operating receipts and disbursements from non-operating items.
Operating receipts and disbursements generally result from providing services and producing and
delivering goods in connection with a propriefary fund’s principal ongoing operations. All receipts and
dishursements not meeting this definition are reported as non-operating receipts and disbursements.

. Budgets and Budeetary Accounting

The budgetary comparison and related disclosures are reported as Required Supplementary
Information. During the vear ended June 30, 2006, disbursements exceeded the amounts budgeted in
the debt service fupction.

CASH AND INVESTMENTS

The City's deposits in banks at June 30, 2006, were entirely covered by Federal depository insurance or by
the State Sinking Fund in accordance with Chapter 12C of the Code of Towa. This chapter provides for
additional assessments against the deposiiories to insure there will be no loss of public funds.

The City is authorized by statute to invest public funds in obligations of the United States government, its
agencies and instrumentalitics; certificates of deposit or other evidences of deposit at federally insured
depository institutions approved by the City Council; prime eligible bankers acceptances; certain high rated
commercial paper; perfected repurchase agreements; certain registered open-end management investiment
companies; certain joint investment trusts; and warrants or improvement certificates of a drainage district.

Interest rate risk ~ The City’s investment policy limits the investment of operating fands (funds expected to
be expended in the current budget vear or within 15 months of receipt) in instruments that mature within 397
days. Funds nof identified as operating funds may be invested in investments with maturities longer than
397 days but the maturities shall be consistent with the needs and use of the City.

The City had no mvestments meeting the disclosure requirements of Governmental Auditing Standards
RBaoard Statement Number 40,

NOTES AND BONDS PAYABLE

Amnrual debt service requirements to matarity for general obligation notes and revenue bonds are as follows:

Year Ending Creneral Oblipation Notes Revenue Bonds Total
June 30, Principat Interest Princinal Interest Prineipal Interest

2007 § 24,030 $11,980 $ 21,000 513,273 $ 45,030 8§ 25,233
2008 25,590 10,970 22,000 12,532 47,590 23,502
2009 27,471 9,864 23,000 11,755 50,171 21,619
2010 27,773 8.6%4 24,000 10,943 51,773 19,627
2011 28,398 7A82 25,000 10,096 53,308 17,578
2012-2016 110,962 19,256 135,000 36,887 245962 56,143
2017-2021 16,000 920 126,000 11,296 142,000 12,216
§250.024 69,150 5376,000 $106.782 §635924  §175.938

13



CITY OF ODEBOLT
NOTES TO FINANCIAL STATEMENTS

BONDS AND NOTES PAYABLE - (Continued)

The resolutions providing for the issnance of water revenne bonds include the following provisions:

a.  The bonds will only be redeemed from the future carnings of the enterprise activity and the bond
holders hold a tien on the future camings of the funds.

b, Sufficient monthly transfers shall be made to a separate water revenue sinking account for the
purpose of making the bond principal and interest payments when due.

The City has established the sinking account required by the water revenue bond resolution.

PENSION AND RETIREMENT BENEFITS

The City contributes to the Iowa Public Employees Retirement System (IPHERS) which is a cost-sharing
multiple-employer defined benefit pension plan administered by the State of lowa. IPERS provides
retirement and death benefits which are established by State statute to plan members and beneficiaries.
IPERS issues a publicly available financial report that includes financial statements and required
supplementary information. The report may be obtained by wriling to IPERS, P.O. Box 9117, Des Moines,
lowa, 50306-9117.

Most regular plan members are required to contribute 3.70% of their annual covered salary and the City
is required to contribute 5.75% of covered salary. Certain employees in special risk occupations and
the City contribute an actuarially determined contribution rate. Coatribution requirements are
established by State statute. The City’s contribution to IPERS for the year ended June 30, 2006, was
$11,403, equal to the required contribuiion for the vear.

COMPENSATED ABSENCES

City employees accumulate a limited amount of earned but unused vacation hours for subsequent use or for
payment upon termination, retirement, or death. These accumulations are not recognized as disbursements
by the City uniil used or paid. The City's approximate Hability for earned vacation payable to employees at
June 30, 2006, primarily relating to the General Fund, is as follows:

Type of Benefit Amount

Vacation

This liability has been computed based on rates of pay in effect at June 30, 2006.

INTERFUND TRANSFERS

The detail of interfund transfers for the year ended June 30, 2006, is as follows:

Transfer to Transfer from Amount
General Special Revenue:
Employee Benefits & 49,764

Transfers generally move resources from the fund statutorily required to collect the resources to the fund
statutorily required to disburse the resources.
14



CITY OF ODEBOLT
NOTES TO FINANCIAL STATEMENTS

INTERGOVERNMENTAL AGREEMENT

The City has entered into an agreement with Sac County Solid Waste Agency in accordance with Chapter
28E of the Code of lowa, to provide for the disposal of solid waste. For the year ended June 30, 2000,
$16,142 was paid for landfill fees pursuant to the agreement.

State and federal laws and regulations require the Agency to place a final cover on its land il site when it
stops accepting waste and to perform certain maintenance and monitoring functions at the site for thirty
years after closare. The costs to the Agency for compliance with these requirements have been estimated at
$732,414 according to the Agency’s latest audit report available, which was for the year ended June 30,
2005,

The Agency has begun to accumulate resources to fund these costs and, at June 30, 2005, assets of $132,977
are restricted for these purposes.

RISK MANAGEMENT

City of Odebolt is exposed to various risks of loss related to torts; theft, damage to and destruction of assets;
errors and omissions; injuries to employees; and natural disasters. These risks are covered by the purchase
of commercial insurance. The City assumes lability for any deductibles and claims in excess of coverage
linaitations. Settled claims from these risks have not exceeded commercial insurance coverage In any of the
past three fiscal years.

SERVICE AGREEMENTS

The City has an agreement with Rudd Sanitation and Recycling for refuse collection and hauling of solid
waste and recyclable materials. Payments under this agreement were 515,137 for the year ended June 30,
2006.

15



REQUIRED SUPPLEMENTARY INFORMATION
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Receipts:
Property tax
Other city tax
licenses and permils
Use of money and property
Intergovernmental
Charges for service
Special assessments
Miscellaneous

Total receipis

Disbursements:
Public safety
Pubdic warks
Health and social services
Culture and recreation
Community and economic development
General government
Diebt service
Capital projects
Business type activities

Tolal dishursements

Exeess {(deficiency) of receipis
over disbursements

Orther financmg sources, nel

Excess {deficiency} of receipts and other financing
sources over disbursements and other financing uses

Balances, beginning of vear

Balances, end of year

CILY CEODEBOLT.

LR

Final
Governmental  Proprietary 0
Funds Funds Budgeted Amounts Total

5 242285 % - $ 242285 3242416 § 242415 § 0 {131}
22,839 - 22,825 7,983 7,985 4,854
1,395 - 1,395 1,500 1,500 {105}

20,197 3,796 23,953 11,193 11,1585 12,798

137,782 - 137,789 133620 133,620 4,189

- 260,101 260,104 255,700 255,700 4,401

261 - 261 - - 261

28,868 4,313 33,181 16,343 21343 11838
453,634 268 210 721,844 668,759 673759 48,085

98 470 - 98,470 162,933 108,933 18,465

159,949 - 139,949 173,600 T3.600 13851

3,070 - 3,070 3,200 3,200 130

105,430 - 105,450 B5,325 111,325 3,875

3,205 - 3,205 3,300 3,300 95

606,713 - 80,713 63,000 63600 2,287
35,371 - 35371 25,595 25,595 {9,776)

- - - - 35,000 35,000

- 263,568 261560 243,850 321,858 58,284

466,228 263,566 720794 711805 845 805 116011
{12,594} 4,644 {7930y {43046y (172046} 164096

3,950 - 3,950 - - 3,950

{8,644} 4,644 E000) (43046 {172,046) 168,046

_ 172,315 492215 665,531 618,408 618,408 47,123
3 163,671 $497860 5 661531 $575362 § 446302 § 215169

Ser accompanying independent auditor's report.
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CITY OF ODEBOLT
NOTES TO REOUIRED SUPPL EMENTARY
INFORMATION - BUDGETARY REPORTING

The budgetary comparison is presented as Required Supplementary Information in accordance with
Governmental Accounting Standards Board Statement No. 41 for governments with sigoificant budgetary
perspective differences resulting from not being able to present budgetary comparisons for the General Fund
and each major Special Revenue Fund.

In accordance with the Code of fowa, the City Council annuvally adopts a budget on the cash basis following
required public notice and hearing for all funds. The annual budget may be amended during the year
ufilizing similar statutorily prescribed procedures.

Formal and legal budgetary control is based upon ten major classes of dishursements known as functions,
not by fund. These ten functions are: public safety, public works, health and social services, culture and
recreation, community and economic development, general government, debt service, capital projects,
business type activities, and non-program. Function disbursements required 1o be budgeted nclude
disbursements for the General Fund, the Special Revenue Funds, the Debt Service Fund, and the Proprietary
Funds. Although the budget document presents function disbursemernts by fund, the legal level of control is
at the aggregated function level, not by fund, During the vear, one budget amendment increased budgeted
disbursements by 3134,000. The budget amendments are reflected in the final budgeted amounts.

During the vear ended June 30, 2006, disbursements exceeded the amounts budgeted in the debt service
function.



OTHER SUPPLEMENTARY INFORMATION
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CITY OF ODEBOLY
SCHEDULE OF CASH BRECEIPTS, DISBURSEMENTS

AND CHANGES IN CASH BALANCES

NONMAJOR GOVERNMENTAL FUNDS

ASOF AND FOR THE YEAR ENDED JUNE 34, 2006

Special Revenue

Schedule !

Local
Option Debt
Emergency Centennial  Sales Tax  Service Total
Receipts:

Property tax § 4822 §% - $ - § 24745 % 29,567

Other oity tax : 160 - 14,854 R17 15,831

Use of money and property - "7 - - 87

Total receipts 4,982 R7 14,854 25,562 45,485
Disbursements:

Debt service - - 23,562 23,562
Net change in cash balances 4,082 K7 14,854 - 19,023
Cash balances beginning of vear 5,236 2,421 - - 7.657
Cash balances end of year $ 10218 & 2808 & 14834 % - § 27,580
Cash Basis Fund Balances

Lnreserved:

Special Revenue g 1021% 85 2508 % 14854 § - $ 27,580
Total cash basis fund balances $ 10218 § 2808 § 14834 % - £ 27380

See accompanying independent auditor's report.
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CITY OF ODEBOLT
SCHEDULE OF CASH RECEIPTS, DISBURSEMENTS
AND CHANGES IN CASH BALANCES
NONMAIOR PROPRIETARY FUNDS Schedule 2
AS OF AND FOR THE YEAR ENDED JUNE 30, 2000

Storm Consumer

Water  Recvole  Deposit Total

Operating receipts:

Charges {or service $ 63350 $15137 § - § 21,487
Miscellaneous - - 230 250
Total operating receipts 6,330 15,137 250 21,737

Operating disbursements:

Business type activities 4,776 15,137 550) 20,463
Net change in cash balances 1,574 - {300) 1,274
(Cash balances beginning of year 1,717 117 1,230 3.064
Cash balances end of year $ 3291 8 117 % 93 % 4,338

Cash Basis Fund Balances
Unreserved

o5

3291 0% 117 0% 930 5 4338

See accompanying independent auditor's report.
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COULE OF INDEBTEDNESS Scheduie 3
JEL JUNE 30, 2606

Amount Balance Issuzd  Redeemed  Balance Interest
Date of Interest Originally  Beginning  During During Fnd O3f Intorest  Dmeend
Issue Raes Issusd Qf Year Year Ygar Near Baid Ll?}mii
{bligation
Ceneral obligation notes:
Water Oetober 1, 1997 FO0-373% % 200000 % 146000 % - $ R000 5 I3RO0D % E0I8 & -
Fire cquipment note Murch 3, 2004 3.60% 160,000 136226 . 14302 121,924 2080 -

3522
£ 3A0,000 % 282226 % - § 22302 3 2860904 § 13108 § -

Revenue bonds:
Water December 13, 1958 353% & 6RRO00 P ALTO0LH OS5 -

L

21000 % 376000 8 140014 3 -

See accompanying independent auditor's report.
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CHY OF QDEBOLL
NOTE AND BOND MATURITIES Schedule 4
JUNE 30, 2006

General Obligation Notes

Issued Eire Equipment
Qetober 1, 1997 Issued Margh 5, 2004
Year
Ending Interest  Interest
June 30, Rates Amount Rate Ameount
2007 500% % 4000 3.69% 3§ 121,924
2008 3.25 10,000
20049 525 11,000 Payments, including
2010 5.25 11,0600 interst are $9,696 due
2011 5.50 11,000 each May I and November 1
2012 5.50 12,000 until November 1, 2013
2013 5.50 13,060
2014 5758 14,000
2015 575 15,060
2016 75 16,600
2017 575 16,000
8 138,000
Revenue Bonds
Wager Improvement
Issued December 13, 1999
Year
Ending Interest
June 30, Rates Amount
2007 353% § 21,000
2008 3.53 22,000
2009 3.33 23,000
2010 3.53 24,000
2011 3.53 25,000
2012 3.53 25,000
2013 3.53 26,000
2014 3.53 27,000
2013 3.53 28,000
2016 3.53 24,000
2017 3.53 30,0600
2018 3.53 31,000
2019 3.53 32,000
2020 3.53 33,600

$ 376,000

See accompanying independent auditor's report.
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CERTIFIED PUBLIC ACCOUNTANTS
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Independent Auditor's Report on Internal Control over Financial Reporting
and on Compliance and Other Matters Based on an Audit of
Financial Statements Performed in Accordance with Governmernt Axditing Standards

To the Honorable Mayor and
Members of the City Counci
Odebolt, Towa

We have audited the accompanying financial statements of the governmental activities, the business type
activities, each major fund, and the aggregate remaining fund information of City of Odebolt, lowa, as of and for
the year ended June 30, 2006, which collectively comprise the City’s basic financial statements listed in the table
of contents, and have issued our report thereon dated October 25, 2006, Our report on the financial statements,
which were prepared in conformity with an other comprehensive basis of accounting, expressed a qualified
opinion since we were unable to satisfy ourselves as to the distribution by fund of the total fund balance at
Tuly 1, 2005,

Except as noted in the Independent Auditor’s Report, we conducted our audit in sccordance with ULS.
generally accepied auditing standards and the standards applicable to financial audits contained in Governiment
Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered City of Odebolt’s internal control over financial
reporting in order 1o determine our auditing procedures for the purpose of expressing our opinions on the {inancial
statements and not to provide an opinion on the internal control over financial reporting. However, we noted
certain matters involving the internal control over financial reporting and its operation that we consider to be
reportable conditions. Reportable conditions involve matters coming to our attention relating to significant
deficiencies in the design or operation of the internal control over financial reporting that, in our judgment, could
adversely affect City of Odebolt’s ability to record, process, summarize, and report financial data consistent with
the assertions of management in the financial statements. The reportable conditions are described in Part 1 of the
accompanying Schedule of Findings.

A material weakness is a reportable condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively Jow level the risk that misstaterments caused by error or fraud
n amounts that would be material in relation to the finaneial statements being audited may occur and not be
detected within a timely period by employees in the normal course of performing their assigned functions. Our
consideration of the internal control over financial reporting would not necessarily disclose afl matters in the
internal contro} that might be reportable conditions and, aceordingly, would not necessarily disclose all reportable
conditions that are also considered 1o be material weaknesses. However, we believe the reportable conditions
described above are material weaknesses.

24



Compliance and Other Matters

As part of obtaining reasonable assurance about whether City of Odebolt’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, and
contracts, noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not an objective of our
audit and, accordingly, we do not express such an opinion. The results of our fests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing Standards. However, we
noted certain immaterial instances of noncompliance or other matters that are described in Part 11 of the accompanying
Schedule of Findings.

Comments involving statutory and other legal matters about the City's operations for the year ended June 30,
2006, are based exclusively on knowledge obtained from procedures performed during our andit of the financial
statements of the City. Since our audit was based on tests and samples, not all fransactions that might have had an
impact on the comments were necessarity audited. The comments involving statutory and other legal matters are not
intended to constitute legal interpretations of those statutes,

This report, a public record by law, is intended solely for the information and use of the officials, employees, and
citizens of City of Odebeolt, and other parties to whom City of Odebolt may report. This report is not intended to be
and should not be used by anyone other than these specified parties.

We would like to acknowledge the many courtesies and assistance extended to us by personnel of City of
Odebolt during the course of our audit. Should vou have any questions concerning any of the above matters, we shall
be pleased to discuss them with you at your convemience.

,/
October 25, 2006 :

-' W j/f./%/ﬁ ’

o]
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CITY OF ODEBOLY
SCHEDULE OF FINDINGS

YEAR ENDED JUNE 34, 2006

Part I Findings Related 1o the Financial Statements:

INSTANCES OF NONCOMPLIANCE:

N matters were noted,

REPORTABLE CONDITIONS

I-A-06

I-B-06

1-C-06

Segregation of Duties - One important aspect of internal control is the segregation of duties
among employees to prevent an individual employee from handling duties which are
incompatible. We noted that bank deposits, opening mail, recording receipts and disbursements,
checks and payroil preparation, and bank reconciliations are alf handled by one individual.

Recommendation - We realize that with a limited munber of employees, segregation of duties is
difficuit. However, the City should review its control procedures to obtain the maximum internal
conirol possible under the circumstances.

All invoices are reviewed on an individual basis at the regular monthly meeting. In addition to
the Clerk’s signature, all checks require the signature of the Mayor or Mayor Pro-tent,

Decumentation Supporting Expenses - There were some charges on credit cards which were not
supported by proper documentation. As a result we could not determine if these expenses were a
proper expenditare of City funds.

Recommendation - The City should require that all original documents supporting an expense be
attached and approved before payment is made.

Response - All charges paid by the City on the credit card were actual City expenses. In the
future, the original documents supporting an expense will be attached and approved by the City
Council.

Conclusion - Response accepted.

Fire Departmment Funds - The Fire Department currently maintains separate bank accounts which
are not included in the City’s financial records, This is not a separate non-profit corporation, but
is a department which was established by a City ordinance. Chapter 384.20 of the lowa Code
states in part, “A city shall keep accounts which show an aceurate and detailed statement of all
public funds collected, received, or expended for any city purpose, by any city ofticer, employee
ot other person, and which show the receipt, use, and disposition of all city property. Public
moneys may not be expended or encumbered except under an annual or continuing
appropriation.”

Recommendation - These funds should be included in the City’s financial records and any
disbursemenss should be budgeted and properly supported by adequate documentation of public
purpose.

26



CITY OF ODEBOLT
SCHEDULE OF FINDINGS

YEAR ENDED JUNE 30, 2006

Part I: Findings Related to the Financial Statemenis: (Continued)

1-C-06

Fire Department Funds - (Continued)

many years. We are comfortable with the City’s current system and we wish to continue
allowing the Fire Department (o retain their own accounts. The Fire Department is a department
established by City Ordinance and ultimately they are under the jurisdiction of the Mayor and
City Couneil.

Conglusion - Response acknowledged, however, it appears there are disbursernents that may be in
violation of the Code of Towa which requires all dishursements of City funds to be budgeted.
You sheuld contact your City attorney {o review the legality of these disbursements.

INSTANCES OF NONCOMPLIANCE:

No matters were noted.

Part 1 Other Findings Related ro Statutory Reporting

1-A-00

II-B-06

[-C-06

11-13-66

Certified Buduet - Dighursements during the vear ended June 30, 2006, exceeded the smount
budgeted in the debt service function. Chapter 384.20 of the Code of Iowa states, in part, “Public
moneys may not be expended or encumbered except under an annual or continuing
appropriation.”

Recommendation - The budget should have been amended in accordance with Chapter 384,18 of
the Code of lowa before dishursements were allowed to exceed the budget.

Questionable Dishursements - We noted no disbursements that may not meet the requirements of
public purpose as defined in an Attorney General’s opinion dated April 23, 1979,

Travel Expense - No disbursements of City money for travel expenses of spouses of City
officials or employees were noted.

Business Transactions - Business transactions between the City and City officials or emplovees
are detaited as follows:

Name, Title, and Transaction
Busipess Connection Description Amonnt

Mark Hansen, Council Member,
owner of Mark Hansen's
Rex Chevrolet Vehicle repairs $1.,935



CITY OF ODEBOLT
SCHEDULE OF FINDINGS

YEAR ENDED JUNE 30, 2006

Part 1. Other Findings Related to Statutory Reporting - {Continued)

1-D-06

H-E-06

il-F-06

1-{3-06

11-11-06

1-1-06

Business Transactions - { Continued)

I accordance with chapter 362.5(11) of the Code of Towa, the above does not appear to be a
conflict of interest since total transactions were less than $2500 during the fiscal year.

Bond Coverage - Surety bond coverage of City officials and employees is in accordance with
statutory provisions, The amount of coverage should be reviewed annually to insure that the
coverage is adequate {or current operations.

Couneil Minutes - No transactions were found that we believe should have been approved in the
Council minutes bl were not.

Deposits and Investments - We noted no instances of noncompliance with the deposit and
investment provisions of Chapter 12B and 12C of the Code of Towa.

Electronic Check Retention - Chapter 5541D.114 of the Code of Towa allows the City to retain
cancelied checks in an electronic format and requires retention in this manner to include an image
of both the froni and back of each cancelled check. The City retaing cancelled checks through
electronic image, but does not obtain an image of the back of each cancelled check as required.

Recommendation - The City should obtain and retain an image of both the front and back of each
cancelled check as required.

Response - We bave requested and are currently receiving both the front and the back of each
cancelled check.

Conclusion - Response accepted.

fund.

Recommendation - Payments made on general obligation debt should only be made from the debi
service fund.
Response - In the future, general obligation debt wiil be paid from the debt service fund.

-onclusion - Response accepted.



